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E.O. 11652: N/A 

TAGS: ETRD, TGEN, SOPN, CA 

SUBJECT: VOLKSWAGEN DUTY REMISSION ORDER 

1 . FOLLOWING NEWS RELEASE RECEIVED BY CONGEN JUNE 26. 

2. QUOTE - OTTAWA, JUNE 26, 1978 - INDUSTRY, TRADE AND 
COMMERCE MINISTER JACK H. HORNER TODAY ANNOUNCED IN A NEWS 
CONFERENCE IN TORONTO THAT THE CANADIAN GOVERNMENT SUCCESS- 
FULLY NEGOTIATED A DUTY REMISSION ORDER WITH VOLKSWAGEN 
CANADA LIMITED WHICH WILL RESULT IN INCREASED PRODUCTION AND 
EMPLOYMENT IN THE CANADIAN AUTOMOTIVE PARTS PRODUCING 
INDUSTRY. 

THE REMISSION SCHEME, ESTABLISHED UNDER SECTION 17 OF THE 
FINANCIAL ADMINISTRATION ACT, WILL PERMIT VALUE FOR DUTY OF 
PASSENGER AUTOMOBILES IMPORTED INTO CANADA BY 

VOLKSWAGEN FROM ANY SOURCE TO BE REDUCED BY AN AMOUNT RELATED 
TO THE CANADIAN VALUE ADDED (CVA) IN AUTOMOTIVE COMPONENTS 
EXPORTED BY OR ON BEHALF OF VOLKSWAGEN TO ANY DESTINATION. 

UNDER THE ORDER NEGOTIATED, A THRESHOLD LEVEL OF CVA 
HAS BEEN ESTABLISHED WHICH GOVERNS THE RATE OF DUTY 
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REMISSION. IN THE MODEL YEAR 1978-1979, THE THRESHOLD 
LEVEL WAS ESTABLISHED AT 12 PERCENT OF THE TOTAL VALUE FOR 
DUTY OF ALL PASSENGER AUTOMOBILES IMPORTED INTO CANADA BY 
VOLKSWAGEN DURING THE MODEL YEAR. THIS PERCENTAGE WILL 
BE SET AT 18 PERCENT IN THE FOLLOWING MODEL YEAR AND AT 24 
PERCENT IN EACH SUBSEQUENT MODEL YEAR. 
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ON ANY CVA BELOW THE THRESHOLD LEVEL, REMISSION OF DUTY 
WILL BE AT A REDUCED RATE. FOR THE FIRST HALF OF THE 
THRESHOLD AMOUNT IN EACH MODEL YEAR, DUTY REMISSION WILL 
BE AT THE RATE OF 40 PERCENT OF FULL REMISSION AND AT 75 
PERCENT OF FULL REMISSION FOR THE SECOND HALF. IN ANY MODEL 
YEAR, ONCE THE THRESHOLD LEVEL FOR THE YEAR IS EXCEEDED, 

FULL DUTY REMISSION WILL APPLY. ON IMPORTS OF PASSENGER 
AUTOMOBILES FROM MOST FAVORED NATION COUNTRIES, THE RATE 
OF DUTY IS 15 PERCENT. FEDERAL SALES TAX WILL NOT APPLY ON THE 
AMOUNT OF CUSTOMS DUTY REMITTED. 

MR. HORNER ADDED: "I AM OPTIMISTIC THAT THE EXPANDED 
AUTOMOTIVE COMPONENTS REMISSION SCHEME WILL LEAD TO A 
SIGNIFICANT INCREASE IN PRODUCTION AND EMPLOYMENT IN THE 
AUTOMOTIVE PARTS INDUSTRY. VOLKSWAGEN HAS ALREADY INDICATED 
THAT THEY EXPECT PARTS PURCHASES IN CANADA TO REACH 
DOLS 40 MILLION WITHIN FIVE YEARS. THE VOLKSWAGEN ORDER 
REPRESENTS A FIRST STEP TOWARD NEGOTIATING ORDERS WITH 
REPRESENTATIVES OF OTHER OFF-SHORE MORE VEHICLE 
MANUFACTURERS.” UNQUOTE. DIGGINS 
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